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An AICPA publication for the local firm
ONE FIRM’S SPECIALIZATION PROGRAM
The basic purpose of all businesses is to survive, 
meet demands and earn a suitable return on invest­
ment, tomorrow as well as today. Business owners, 
therefore, need CPAs who clearly understand their 
businesses and their goals and who can also offer 
advice on the tools and services they need to meet 
their objectives.
We believe that to help our clients meet their goals 
and the demands of their competitive environ­
ments, we should be a full-service CPA firm that 
offers a broad spectrum of specialized business ser­
vices as well as the more traditional ones. We be­
lieve, too, that if a CPA firm is committed to its 
clients’ goals for profitability and growth, it must 
have the same goals for itself. Growth and prof­
itability offer the only way that a CPA firm can 
attract and retain the type of staff that is knowledge­
able about clients’ businesses and industries and 
that can advise clients of any developments that 
affect them.
Recognizing the profound changes affecting the 
profession—changes such as a highly competitive 
environment where little competition previously 
existed and the need for new services—we spent a 
great deal of time and effort developing a plan for 
the future growth of our firm. We committed our­
selves to adjusting to meet the changing require­
ments of existing and prospective clients.
Needing firm-wide interest in shaping a plan that 
met our objectives, we held staff meetings and solic­
ited suggestions from all employees. The result was 
that we received many valuable and constructive 
ideas from people throughout our organization.
A close look at all of our departments and offices 
confirmed our belief that traditional audit services 
alone might not provide a satisfactory base for fu­
ture growth. While we had, for many years, pro­
vided numerous services beyond auditing, these 
had never really been identified, packaged and 
marketed.
We also recognized a need to do some external 
research. Using our client list as a base, we were 
delighted to learn that perception of our work was 
very favorable. Of even greater significance, though, 
was the identification of services clients believe they 
will need from their accounting firms in the future. 
We believe it safe to assume that our clients are 
typical of the broad business universe and that the 
services they identify as needed in the future will 
also be required by prospective clients. Gearing up 
to serve such areas should, therefore, enable us to 
grow with existing clients and make us more attrac­
tive to prospective ones.
With these steps accomplished, we established 
two task forces—one on compliance and review pro­
cedures and the other on specialization. Although 
the task force on compliance and review was the less 
visible of the two, its work was clearly of equal 
importance. If we were to expand our accounting 
and auditing base, it was essential that this be done 
in a manner that was consistent with the quality 
standards we expect to characterize all aspects of 
our work. We had to make sure our quality-control 
document and review procedures were updated.
The task force on specialization identified five 
specific areas that we targeted for growth—corpo­
rate financial services, data processing consulting, 
corporate financial management, corporate opera­
tional management and personal financial services.
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In addition, we identified various industry spe­
cializations. In all areas, the emphasis is on
□ Professional development to assure that 
quality standards are maintained.
□ A disciplined approach to marketing the firm.
□ The need for everyone in the firm to be alert to 
opportunities to offer multiple services to 
clients.
□ The desirability of exploiting the potential of 
industry specialties such as insurance and 
construction.
We retained a public relations firm to help us with 
marketing materials such as brochures and with our 
public relations programs and seminars. Our goal 
was to change the firms image and let people know 
that we are a team of business counselors and that 
we are interested in our clients’ welfare and in our 
own professional growth and development. To do 
this, we undertook to
□ Expand the knowledge of staff members so that 
they could better recognize service oppor­
tunities and increase chargeable time.
□ Develop a team approach to both selling and 
providing services.
□ Expand services to present clients.
□ Gain additional firm visibility through indus­
try specialization, developing specialists and 
formalizing business consulting programs.
□ Increase the rate of client acquisitions through 
referrals.
□ Develop marketing tools. The first product de­
veloped is called coMMtab™, a sophisticated 
but understandable computer package that 
compares many of our clients’ operating ratios 
to industry standards. In addition, we play 
“what if” with certain of the ratios to demon­
strate to our clients the benefits of improving 
various operating ratios.
We began our program with increased staff train­
ing directed toward selling the firm’s consulting 
programs and industry specialties. These individu­
als are supported by technical and industry coordi­
nators who are competent both to perform and 
supervise work in their particular areas. The pro­
cess involves a review of client lists with individual 
partners and managers, the development of client 
profiles and the preparation of plans for improving 
or expanding services to these clients.
Next, we identified clients with growth or referral 
potential. Our client service teams concentrating in 
this area meet the client or prospect to identify and 
promote these needed services.
With regard to industry specialties, the industry 
coordinators perform market research to determine 
a specific industry’s potential. They assess the
□ Nature of the industry—the growth potential 
and maturity; future direction and potential 
for government regulation; typical owners, de­
cision makers and size of entities; and the 
number and size of potential clients.
□ Firm’s involvement with the industry—the 
number and names of clients and referral 
sources, client profiles and pass-through bene­
fit assessments.
□ External environmental factors—the existence 
and identification of trade associations and in­
dustry shows, government regulations pending 
or existing, and whether or not firms in the 
association of CPA firms to which we belong 
can assist us in entering this industry.
Once the industry coordinators have completed 
their reviews, we prepare plans to increase our in­
volvement with those industries identified as hav­
ing strong potential. The final segment of the 
program deals with the strategy to gain general firm 
visibility and increase referral activity. This is ac­
complished through a public relations program that 
utilizes brochures and seminars, and by increasing 
our contacts with key prospects or referral sources.
In concept, the plan is comprehensive. We iden­
tify the programs, train the personnel and market 
the programs. This process increases our familiarity 
with our clients and their needs and provides vis­
ibility to those who do not know us. □
—by Lowell A. Baker, CPA
Cleveland, Ohio
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Learning to Listen
Few people have thought about learning how to 
become a good listener. We all get distracted when 
someone is talking, jump ahead in our minds to 
what we want to say next, and later blame the 
speaker for not getting the message across.
Good listening is an active, complex process that 
takes knowledge of a few basic tenets and lots of 
practice. In both personal and professional relation­
ships, it pays to sharpen listening skills.
Dr. Chester L. Karrass, director of the Santa 
Monica, California, Center for Effective Negotiat­
ing, offers several reasons why we don’t listen as 
well as we should. For example, we
□ Often have a lot on our minds and it's not easy 
to switch gears quickly to fully absorb and 
participate in what is being said to us.
□ Have adopted the habit of talking and inter­
rupting when the other party is speaking.
□ Are anxious to rebut what the other person has 
said, and if we do not do so readily, we are 
afraid that we may forget to make our point.
□ Allow ourselves to be easily distracted by the 
setting or environment in which the meeting 
takes place.
□ Jump to conclusions before all the evidence 
has been presented or is available.
□ Discount or write off some statements because 
we don’t place importance on the party who is 
presenting them.
□ Tend to discard information that we don’t like, 
or that isn’t what we want to hear.
Virtually all human beings must work to improve 
their listening skills. Because we are able to think 
and process thoughts four to five times faster than 
the normal speaking rate, it is easy to let our minds 
race ahead of the speaker and not focus on what is 
being said. The faster our ability to process informa­
tion, the greater our potential for poor listening 
habits. Good listeners, on the other hand, can use 
this lag time to make mental summaries of informa­
tion presented and notes of ideas to pursue later 
without losing focus on the conversation.
Facial expression and eye contact are two of the 
most important visual clues as to approval or disap­
proval and interest or disinterest in what is being 
said. Keep in mind that even if you look directly at 
someone, your facial expression may still indicate a 
negative reaction. From clues such as a smile and a 
head nod in combination with direct eye contact, we 
infer support, confirmation, and agreement.
Here is a questionnaire developed by Dr. Richard 
C. Cupka of Purdue University that you can use to 
evaluate your own listening habits.
When engaged in conversation, do you
□ Give the other party a chance to talk?
□ Interrupt while someone is making a point?
□ Look at the speaker while he or she is speaking?
□ Impart the feeling that your time is being 
wasted?
□ Constantly fidget with a pencil or paper?
□ Smile at the person talking to you?
□ Ever get the speaker off track or off the subject?
□ Stifle new suggestions, or are you open to 
them?
□ Anticipate what the other person will say next?
□ Put the other person on the defensive when you 
are asked a question?
□ Ask questions that indicate that you have not 
been listening?
□ Try to outstare the speaker?
□ Overdo your show of attention by nodding too 
much or saying yes to everything?
□ Insert humorous remarks when the other per­
son is being serious?
□ Frequently sneak looks at your watch or the 
clock while listening?
On becoming an effective listener, you may find 
that you gain information from new sources that 
previously would have been missed due to poor lis­
tening. And even if you don’t agree with other peo­
ple, they will still feel that you listened to them 
openly.
Developing good listening habits is the first step 
to becoming a better communicator. With practice, 
this can improve our interpersonal skills and 
human relations capabilities and enhance our per­
sonal and professional lives. Just run through the 
questionnaire. See how many areas you think you 
need to improve. The sooner we all start listening 
effectively, the better. □
—by Jeffrey P. Davidson, CMC
IMR Systems Corporation 
Falls Church, Virginia 22041
Retaining Paraprofessionals
The advancement of paraprofessionals is necessarily 
limited, which can make their retention difficult. Most 
paraprofessionals understand their role, however, and 
as Jerrell A. Atkinson, an Albuquerque, New Mexico, 
practitioner says, they look for basic elements such as 
fair compensation, responsible work, pleasant work­
ing conditions and recognition. If management sup­
plies these, many paraprofessionals will become long­
term employees. □
Practicing CPA, December 1984
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Marketing Services to Clients
As the environment in which local firms operate 
continues to change, marketing services to clients 
becomes increasingly important. Some of the as­
pects of marketing services were discussed at one of 
the miniconferences at the AICPA annual meeting in 
Atlanta.
For many practitioners, though, marketing is a 
new concept and one with which they are not en­
tirely comfortable. But as Donald P. Zima, an At­
lanta practitioner who moderated this session, 
mentioned, the most productive partners in a firm 
are usually those who are comfortable with what 
they are doing. What is needed in many cases to 
make marketing more acceptable is a change of 
partners' attitudes.
"Changing partner attitudes" was the topic of the 
first presentation and as the speaker, Lowell A. 
Baker, a Cleveland CPA, said, perhaps changing 
should be a verb, not an adjective. The process takes 
time but for local firms it is very necessary.
CPAs are seeing profound changes in
□ Practice—the nature of services, staying 
abreast of technical pronouncements, keeping 
up with CPE.
□ Staff—higher salaries, involvement.
□ Competitors—elaborate proposals, more ag­
gressive marketing.
□ Clients—budgetary constraints, lower audit 
fees, waning client loyalty.
□ Economy—shift from smokestack to high tech.
Generally, CPAs must learn to be more innovative 
if the profession and local firms are to survive. In 
looking at the need to change attitudes through a 
comparison of what was accepted in the past and 
what will be needed in the future, it is clear that 
three distinct areas will be affected—the individual 
CPA, the firm and the tools that are used in practice.
In the past, the typical CPA was technically ori­
ented and specifically qualified in the areas of ac­
counting, auditing and taxes. In the future, though, 
the individual will need additional skills. He or she 
will need some expertise in such areas as business 
advisory services, profit planning, cash flow and 
operational reviews.
The major concentration used to be on chargeable 
time with a low-key approach taken toward inter­
personal relationships. Now, marketing skills are 
becoming essential. And in the future, the CPA will 
need to be aware of all areas of expertise in the firm 
and be comfortable recommending such services to 
clients.
Traditionally, CPAs have been accustomed to 
hand-prepared workpapers, notes and schedules. 
Practicing CPA, December 1984
But this is changing fast and CPAs must accept and 
encourage the use of computer-prepared data.
Firm growth no longer comes automatically as a 
result of hard work and firm reputation. And no 
longer is there widespread acceptance of long work­
ing hours. Firms now need to be marketing-oriented 
and must satisfy staff's demand for leisure time and 
time for educational endeavors. In the future, a 
firm must have a better balance in available hours 
for civic duties, social activities and professional 
development.
Partners have been accustomed to having an 
equal voice in the firms management. And along 
with technical expertise, seniority has long been 
recognized as the most important element in the 
partnership hierarchy. Successful firms in the fu­
ture will likely adopt a corporate style of manage­
ment structure as it becomes accepted that a more 
disciplined response to firm needs and procedures is 
required. Increasingly, advancement will depend on 
an individual's ability to attract new clients and 
expand services to present clients as well as on 
maintaining technical and business-advisory skills. 
As new services are added, firms will recognize the 
need to add trained experts in high-level positions.
In the past, local firms were labor-intensive and 
compensation was often based on “points” or 
“percentage.” Typically, billing policies have been 
based on per diem or hourly rates for all services, 
and the formulas have been based on budget stan­
dards such as rent, salaries, fringes and supplies.
Firms will be capital-intensive in the future, and 
compensation plans will need to be geared to re­
warding producers. Firms will also need to estab­
lish an understanding with clients that special 
services will be on a value-provided basis. Audits 
may come to be looked upon as a commodity, and 
firm budgets are likely to require allocations for the 
research and development of new products and 
services. Such tasks, particularly those that are 
computer related, might suit younger staff.
Firms have traditionally offered standard prod­
ucts—audit reports, tax returns and general man­
agement and MAS reports. The typical office tools 
used in the preparation of these products have been 
calculators, adding machines and workpapers. Also, 
the typical means of communication has been by 
client newsletter or articles prepared for specific 
publications. Firms may offer proprietary products 
in the future. These could include software systems 
and personal financial plans and involve highly 
trained specialists. High technology tools such as 
computers and electronic spreadsheets will become 
commonplace, and firms will increasingly use pub­




In another presentation, Harold E. Wills from Bowl­
ing Green, Kentucky, said that if you are to sell 
microcomputer services to clients, you must be 
thoroughly familiar with the capabilities of this 
type of equipment. The best way to build up an 
adequate body of knowledge is to use a microcom­
puter in-house. For example, you can create 
spreadsheet templates for depreciation and amor­
tization schedules, and use a microcomputer in 
planning, modeling, management reporting, in au­
dits and at year-end.








B Vertical market applications
C Management applications
A Industry applications:
1 Agriculture 11 Sanitation
2 Forestry 12 Wholesale
3 Fishing 13 Retail
4 Mining 14 Finance
5 Construction 15 Insurance
6 Manufacturing 16 Securities
7 Transportation 17 Real Estate
8 Communication 18 Services
9 Electricity 19 Government
10 Gas 20 Education
B Vertical market applications:
1 Architects 15 Collection
2 Auto dealers managers
3 Pharmacists 16 Property
4 Fund raisers managers
5 Ministers 17 TV-radio
6 Librarians managers
7 Realtors 18 Physicians
8 Insurance agents 19 Attorneys
9 Travel agents 20 Accountants
10 Employment 21 Dentists
agents 22 Stockbrokers
11 Contractors 23 Investment
12 Club managers advisers
13 Loan managers 24 Miners




a Order entry f Sales analysis
b Invoicing g Accounts payable
c Inventory h Payroll
control i General ledger
d Purchasing j Financial
e Accounts statements
receivable k Fixed assets





1 Processor size 1 Operating system
(speed) a Programming
2 Memory size languages
(capacity) b Utility programs
3 Disk size (capacity) c Data base
4 CRTs and printers management
(number) d Communications
5 Communication 2 Application
lines (remote) capabilities
Miscellaneous
1 Freight 7 Hardware and
2 Supplies software
3 Sales taxes maintenance
4 Installation 8 Computer
5 Training consulting
6 Conversion 9 Legal consulting
You can help clients with their hardware selec­
tion. In fact, you should be involved in the selection 
to make sure that you can work with the system 
chosen and that it is adequate for the job. You can 
also help clients select software, assist with the in­
stallation and hold seminars to teach their people 
how to use the equipment.
It is necessary to develop the requisite computer 
skills in your own firm—both partners and staff— 
through education and experience. Partners are 
often reluctant but are in a position to encourage 
use of computers. Time must be made available for 
development.
To sell microcomputer services, you must identify 
your market objective and either train or acquire 
staff for the desired level of expertise. Keep abreast 
of market changes, subscribe to microcomputer 
publications, maintain contact with vendors and 
use micros in all phases of current services. □
Practicing CPA, December 1984
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Letter to the Editor (Partners’ Retreats)
I read with great interest H. W. Martins article, 
"Retreat to Plan," in the September issue. At our 
firm, we fully agree with the concepts expressed 
although we do things a little differently.
Once we begin discussions, we don’t want to inter­
rupt the momentum with distracting thoughts 
about golf games, tennis partners or even just lying 
in the sun. So, we don’t go out of town for our 
retreat, but meet instead at a partner’s home.
Although we won’t accept telephone calls or other 
interruptions while the retreat is in progress, we are 
able to communicate with our office and with cli­
ents after hours to solve any crises that occurred 
during the day. Also, we often want senior staff 
members to make presentations or be involved in 
part of our planning process. Holding the retreat 
near the office makes this easier.
Our firm carries the idea of partner retreats a 
stage further. We have one retreat in late April or 
early May, near the end of tax season. Many new 
ideas are presented then, but it is often difficult to 
implement them. Our year-end is June 30th, so we 
plan a second retreat for early July. This way, the 
partner in charge of each area has sufficient time to 
develop specific implementation plans based upon 
the ideas and philosophies adopted at the first re­
treat and can present them at the second one. [7]
—Abram J. Serotta, CPA
Augusta, Georgia
Budgeting for Tax Hours
A simple but workable method of overall budgeting 
for the income tax season is to review the hours 
spent on this work for the preceding two or three 
years. If, on the average, there is a 10 percent in­
crease each year, then 10 percent more time should 
be budgeted for the current year. By dividing the 
number of weeks into this new number (generally 
starting with the third week in January), the total 
hours per week can be determined. Then, by divid­
ing the number of people available into the hours 
per week and adjusting for any peculiarities of the 
practice, the length of the firm's work week can be 
set. This is the advice of H.W. Martin of Rome, 
Georgia.
The budgeted hours and actual hours worked 
should be compared weekly. This can signal when 
work is behind schedule so that steps may be taken 
to prevent a backlog and strain on personnel in the 
last few weeks of the tax season.
While a budget will expedite the workflow, it 
won't assure a profitable tax season. Four basic 
rules should be followed for that.
□ Conduct a complete interview to obtain all of 
the information before the return is started.
□ Ensure proper staff level preparation—i.e., 
match the experience of the staff member to 
the complexity of the return.
□ Prepare the return at one sitting, if possible.
The last rule involves good client relations. If 
partners can’t deliver a return personally, a phone 
call to the client to tell the amount due or the 
amount of refund (while reviewing and signing it) 
can work wonders. Two or three minutes spent in 
this manner makes satisfied clients and brings them 
back year after year. [7]
Cross-Referrals: A Great Way 
to Strengthen Client Relationships
As successful practitioners, we should constantly 
look for ways to strengthen our relationships with 
clients. Needless to say, perhaps the most effective 
way to accomplish this is to provide quality services 
in a timely manner. Few of us, however, take advan­
tage of another highly effective means of generating 
client goodwill—that is, helping our clients to ex­
pand their businesses through cross-referrals with 
other clients.
Part of any client development program should be 
a review of the firm’s client base, specifically to 
determine how clients can benefit from each other.
Some of the techniques we employ at our firm 
include the following:
□ We keep our staff aware of what our clients are 
doing by occasionally focusing on a particular 
client in our in-house newsletter.
□ We encourage staff to do business with client 
firms, and to make a point of letting clients 
know where they work.
□ Partners hold small dinner parties for five to 
ten clients and their wives. The guest list is 
drawn up specifically to bring together clients 
who are in compatible businesses and who 
may be able to do business with each other.
□ We constantly encourage our partners and 
managers to look for cross-referral oppor­
tunities in their day-to-day dealings with 
clients.
Showing clients that we are interested in helping 
them expand their businesses is one of the most 
effective ways of retaining clients for life. [7]
—by John G. Hodgson, Jr, CPA, CFP 
New Bedford, Massachusetts
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Statement Studies Released
Robert Morris Associates, the national association 
of bank loan and credit officers, has published its 
1984 edition of Annual Statement Studies, designed 
to permit comparison of an individual company 
with a general, nationwide financial profile of its 
particular industry.
The books main section contains composite bal­
ance sheets and income data on 341 different indus­
tries. The data for each industry are classified by 
asset size for easier comparison. This Statement 
Studies also includes five years of comparative his­
torical data for each industry. In addition, for most 
of the industries included, 17 commonly used ratios 
are provided.
Copies of Statement Studies are available from the 
RMA national office, 1616 Philadelphia National 
Bank Building, Philadelphia, PA 19107 at $29.50 per 
copy for non-RMA members.
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